
How the Market Structure of the Vermont Dairy Industry 

Might Support

State Over-order Price Regulation

Part 2 - Pricing

Daniel Smith Esq. 

Founding Executive Director

Northeast Dairy Compact Commission

(Task Force Vice-chair)

1



{ǘŀǘŜ άOver-hǊŘŜǊέ
Milk Market Price Regulation

{ǘŀǘŜ άOver-Orderέ tǊƛŎƛƴƎ 

Federal Milk Market Order Pricing
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State Over-Order Market Regulation - Issues

Over-Order Pooling

ÅWhat is the 
objective?

ÅWhat is the 
ǊŜƎǳƭŀǘŜŘ άpoolέ 
of Vermont milk 
to be priced?

ÅIs it legal to price 
this pool of milk?

What is the Administrative 
Procedure to Set the Price 

and Oversee the Pool

What Might Be the 
Impact On the Market

ÅVT Farmers Consumers
ÅVT Companies

ÅNon-Vermont Market 
Participants

Part 1
Next Presentation
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¢ƻŘŀȅΩǎ tǊŜǎŜƴǘŀǘƛƻƴ

Over-Order Pool Pricing
ÅWhat is the Objective
ÅWhat is the pool pricing 

formula
Regulation/Handler Fee

ÅHow would the pool pricing 
formula be calculated
ÅWhat are the criteria
ÅHow to Factor Environmental 

Compliance Costs

ÅHow would proceeds/fee be 
imposed and collected to pay 
pooled farmers the pool price



ÅJackie and Randy  

ÅPrice farmers can see

ÅWhat is impact on market

ÅBobby  

New value added industry 
flourishes while farmers exit

ÅJohn

Is there a Vermont way

ÅFMMO:  regulated milk supply
ÅStability; cost only

ÅCompact:  milk supply and 
include all farm that supply
ÅConsumer impact, supply 

management

ÅMaine
ÅMilk supply Economic 

development; tiered payments

ÅVermont
Å90% Products go out of State

5ŀƴΩǎ bƻǘŜǎ

Return $0.62-.67/dollar charged
Compact = 42%; ME = 33%
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Over-Order Pricing
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ÅWhat is the Objective 

ÅWhat is the Pricing formula
ÅWhat are the criteria
ÅHow is the price calculated
ÅHow are proceeds paid and collected
ÅHow do farmers get paid the

Over-order Producer Price

Pooling Recap
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ÅObjective 

ÅMarketing Area

ÅPool Supply ςClass I Plants

ÅPool Supply ςProducers

ÅPool Reporting and Calculations

Federal Milk Market  Order Pricing 
Pooling Recap



Objectiveis to create market conditions that 
will ensure:

1. orderly marketing activity; markets that function 
smoothly, predictably, and at a reasonable cost

2. price stability (or is it reduce uncertainty?)

3.ŀŘŜǉǳŀǘŜΰ ŀƴŘ ǿƘƻƭŜǎƻƳŜ ǎǳǇǇƭƛŜǎ ƻŦ ŦƭǳƛŘ Ƴƛƭƪ

4. equitable returns to farmers

Objective- Federal Milk Marketing Order Regulation
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POOL RECAP   - FMMO Map

Class I 
Marketing Areas 

Beverage (fluid) 
milk
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FMMO 1 
Pool Supply - Plants



Northeast Milk Marketing Area Statistical Handbook, January 2000 - Present

FMMO 1 Pool Supply - Producers
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Table A33.  Order No. 1ðNumber of Producers, by State, For the Year* Other

NE Other

CT DE ME MD MA NH NJ NY PA VT VA WV States States***

2021

71 ## 177 259 78 72 ## 3,217 3,924 520 ## ## 492 8,810

Table A32.  Order No. 1ðMilk Production, by State, For the Year* Other

NE Other

CT DE ME MD MA NH NJ NY PA VT VA WV States**States***

2021

418.7 ## 557.2 722.4 177.3 210.2 ## 13,981.9 8,117.1 2,532.8 ## ## 327.7 27,045

averaged number for the year

million pounds

TOTALS



FMM Order Monthly Pool (and Price) Calculation

Producer 
Receipts

Milk Handlers, Pool Plants Report:

Classified 
Milk Use
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55 Dyson   |   Col lege o f Agri cul ture  and Li fe Sciences   |   Cornell  SC Johnson Col lege o f Busin ess 

Northeas t Marketi ng Area J uly  2022

Note: component averages 3.89% fat, 3.06% protein, 5.77% other solids 

Federal Milk Market One 
Pool, July 2022
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FMMO Pool Price Calculation
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ÅObjective

ÅPricing formula
ÅWhat are the criteria

ÅHow is the price calculated

ÅHow are proceeds paid and collected

ÅHow do farmers get paid the pooled Minimum Price



Objectiveis to create market conditions that 
will ensure:

1. orderly marketing activity; markets that function 
smoothly, predictably, and at a reasonable cost

2. price stability (or is it reduce uncertainty?)

3.ŀŘŜǉǳŀǘŜΰ ŀƴŘ ǿƘƻƭŜǎƻƳŜ ǎǳǇǇƭƛŜǎ ƻŦ ŦƭǳƛŘ Ƴƛƭƪ

4. equitable returns to farmers
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CriteriaςFMMO Regulation 

7 U.S.C. § 608c(18)

The Secretary of Agriculture, prior to prescribing any term in any 
marketing agreement or order, or amendment thereto, relating to 
milk or its products, if such term is to fix minimum prices to be paid to 
producers or associations of producers, or prior to modifying the 
price fixed in any such term, shall ascertain the parity prices of such 
commodities.  The prices which it is declared to be the policy of 
Congress to establish in Section 602 of this title shall, for the purposes 
of such agreement, order, or amendment, be adjusted to reflect the 
price of feeds, the available supplies of feeds, and other economic 
conditions which affect market supply and demand for milk or its 
products in the marketing areato which the contemplated marketing 
agreement, order or amendment relates.  
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(18) Milk Prices.

Whenever the Secretary finds, upon the basis of the evidence adduced 
at the hearing required by section 608b of this title or this section, as 
the case may be, that the parity prices of such commodities are not 
reasonable in view of the price of feeds, the available supplies of 
feeds, and other economic conditions which affect market supply and 
demand for milk and its products in the marketing area to which the 
contemplated agreement, order, or amendment relates, he shall fix such 
prices as he finds will reflect such factors, insure a sufficient quantity 
of pure and wholesome milk to meet current needs and further to 
assure a level of farm income adequate to maintain productive 
capacity sufficient to meet anticipated future needs, and be in the 
public interest.  Thereafter, as the Secretary finds necessary on account 
of changed circumstances, he shall, after due notice and opportunity for 
hearing, make adjustments in such prices.
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Producer Price Calculation
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55 Dyson   |   Col lege o f Agri cul ture  and Li fe Sciences   |   Cornell  SC Johnson Col lege o f Busin ess 

Northeas t Marketi ng Area J uly  2022

Note: component averages 3.89% fat, 3.06% protein, 5.77% other solids 

Total Pool Value    $428,136,618.57
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How Are Proceeds paid and Collected

Equalization Pool

Market Administrator 
runs equalization pool 
ïhandlers receive 

equalizing payments 
for producer pricing 

Handlers make 
individual payments 
to producers based 

on component 
values

Market Administrator calculates pool 
value, statistical uniform price and 

PPD; invoices handlers for payments 
to equalization pool 
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Statistical Uniform Price, 2004 ς2022 (May)

NE Stat Handbook  A12

12.00
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16.00
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22.00

24.00

26.00

2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Statistical  Uniform Price Statistical  Uniform Average

$25.31 (May)

Avg = $17.64

Avg 2015 - 2021 = $17.10
$13.01
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Mailbox Price
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